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The Company 

Addressograph-Multigraph is a multi¬ 
national corporation engaged in the 
development, manufacture, sale and 
service of machines and supplies relat¬ 
ing to communications/graphics and 
information handling. A-M products 
prepare, edit and format information 
(photocomposition and word process¬ 
ing); create and reproduce engineering 
drawings and data (engineering 
graphics); record, store, display and 
duplicate information in microimage 
(micrographics); reproduce information 
on paper (duplicating); collect and 
document transaction data (specialized 
electronic terminals and data re¬ 
corders); and distribute information 
(addressing and mail handling). A-M’s 
customers, numbering nearly a third of 
a million worldwide, include business 
and industry, government at all levels 
and institutions of all types. 


Annual Meeting 


The annual meeting of shareholders 
will beheld Monday, November21,1977, 
at the Mart Plaza Inn, 350 North Orleans 
Street, Chicago, Illinois, commencing 
at 10:30 a.m. 


Form 10-K 

A copy of the annual report to the 
Securities and Exchange Commission 
on Form 10-K may be obtained without 
charge by writing the company, atten¬ 
tion: Director, Investor Relations, 20600 
Chagrin Blvd., Cleveland, Ohio 44122. 


Corporate Headquarters 

Addressograph-Multigraph Corporation 
20600 Chagrin Boulevard 
Cleveland, Ohio 44122 
(216) 283-3000 
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For the year ended July 31 

(Dollars in thousands except per share amounts) 

1977 

1976 

(Restated) 

Net sales, service billings and machine rentals 

$ 596,250 

$ 572,920 

Income (loss) before taxes 

$ (10,371) 

$ 16,749 

Income (loss) before cumulative effects of accounting changes 

$ (14,004) 

$ 6,609 

Cumulative effects on prior years of accounting changes 

$ (5,294) 

$ (969) 

Net income (loss) 

$ (19,298) 

$ 5,640 

Per share income (loss) 

$ (2.34) 

$ .70 

Working capital 

$ 150,162 

$ 162,977 

Total assets 

$ 470,438 

$ 445,090 

Shareholders’ equity per share 

$ 23.77 

$ 26.98 

Average number of shares outstanding 

8,250,543 

8,039,838 

Number of shareholders of record 

17,100 

18,500 

Number of employees 

19,400 

19,700 
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The past year was devoted to restruc¬ 
turing the company for the future. 

Actions were primarily of two types: 
resolving accumulated operating de¬ 
ficiencies of the past; changing 
operations to improve future profit¬ 
ability. In addition, more conservative 
accounting policies were adopted. 

Product lines having no potential were 
discontinued; facilities having no 
prospective use were disposed of or 
provision made for their disposition; 
unprofitable subsidiaries in certain 
countries were staged for closing or 
substantial rearrangement, and 
adequate provision was made to ac¬ 
complish these moves. 

Assembly operations of the company’s 
largest plant were moved to other lower 
cost plants; the company’s major 


laboratory for electro-mechanical prod¬ 
ucts was substantially reduced in size 
and moved to a more efficient location; 
the number of corporate headquarters 
personnel was reduced by one-fourth. 

The company's organizational structure 
was simplified to improve effective¬ 
ness and accountability; operating pro¬ 
cedures were adopted to ensure useful 
management information and control; 
executive personnel changes were 
made to better equip the company for 
the future. 

A number of these actions resulted in 
special charges to income for the year. 
In addition, net foreign exchange losses 
significantly affected 1977 earnings. 

In summary, and reflected differently 
from the strict accounting presentation 
for better understanding, the year’s 
results can be viewed as: 



Amount After 

Per Share 

(Dollars in thousands except per share amounts) 

Income Taxes 


Amount 

Income from operations before foreign 
exchange loss 

$ 7,761 

$ 

.94 

Foreign exchange loss (gain of 
$454,000 in 1976) 

(1,806) 


(.22) 

Income from operations on basis com¬ 
parable to 1976 reported net income 

$ 5,955 

$ 

.72 

Less-effect of LIFO account¬ 
ing change 

2,029 


.25 

-effect on 1977 income of 
lease and vacation account¬ 
ing changes 

245 


.03 

-unusual items: 

discontinuation costs 

11,213 


1.36 

realignment costs 

10,992 


1.33 

gain on settlement of claim 

(4,520) 


(.55) 

-effect on prior years of 
change in vacation pay 
accounting method 

5,294 


.64 


$ 25,253 

$ 

3.06 

Reported net loss 

$ (19,298) 

$ 

(2.34) 

























Following these actions, the company 
ended the year with a conservatively 
stated net worth of $198.4 million. Cash 
and marketable securities amounted to 
$56.3 million, an increase of $14.5 mil¬ 
lion over a year ago. Net working capital 
at year end was $150.2 million. 

These financial assets, and the even 
more valuable resource represented by 
the company’s people, provide a firm 
base on which to build. Of particular 
f value is our extensive sales and service 
organization. World around, the A-M 
t Marketing Division consists of more 
than 12,000 well trained, experienced 
people operating from 142 offices in the 
U.S. and 125 offices in 21 other 
countries. Dealer organizations cover 
the remainder of the world. On atypical 
working day, A-M sales and service 
representatives make 40,000 direct con¬ 
tacts with present and prospective 
customers. This extensive access to 
the marketplace is central to our 
basic strategy. 

With our financial condition strong, 
competent personnel in place, and ac¬ 
cess to the marketplace assured, our 
basic product goals are threefold. 



Roy L. Ash and James R. Mellor 


The first is to increase the proportion of 
the company’s business represented 
by new technology products. Last year, 
these accounted for more than 
one-quarter of the company’s equip¬ 
ment sales. The beginning step has 
already been taken—the introduction 
of the AMTEXT line of electronic word 
processing equipment in July. 

A second goal is to continue to realize 
the maximum potential from the present 
duplicating equipment and other more 
mature product lines which currently 
comprise one-third of our total 
business. These products provide very 
good value to purchasers and will 
be modernized so as to retain 
their competitiveness. 

A third goal is to direct more concen¬ 
trated attention to the company’s 
broadly based service and supplies 
business which comprises well over 
one-half of total revenues. The founda¬ 
tion for this business is already in place. 
It is the very large population of 
machines sold over past years, 


machines which will continue to con¬ 
sume supplies and require service for 
the many years they will remain in use. 

On September 19, the directors de¬ 
clared a special dividend of 10 cents per 
share payable November 9. That divi¬ 
dend reflected the improvement in 
the company’s financial position rather 
than the year’s specific results. Having 
now accomplished necessary one-time 
actions, substantial operating progress 
is achievable without further un¬ 
usual adjustments. 



- r 'C , CL, 

Roy L. Ash 
Chairman 



October 5, 1977 
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Products and Markets 


Duplicating Peripheral equipment includes 

Sales: 1977 - $300.4 million cameras and platemakers, printing 

1976 - $303.1 million grade paper cutters and paper drills. 


A-M is a major participant in the offset 
duplicating market offering a wide 
range of duplicators, supplies, service 
and peripheral equipment. This market 
is an important element within the 
total copy reproduction market 
which also includes convenience 
copiers, spirit and stencil equipment 
and duplicators based on electro¬ 
photographic technology. 

The slight decline in total sales for 
this product category was the result of 
lower revenues from discontinued 
copier products. Revenues from con¬ 
tinuing duplicator products and their re¬ 
lated supplies and service increased 
approximately $6,000,000. 

Offset duplicators are of three basic 
classifications. Tabletop units generally 
produce small numbers of copies per 
original and fewer than 75,000 copies 
per month. They are used extensively 
by schools, clubs, churches, small 
businesses and institutions, and satel¬ 
lite offices requiring fast, economi¬ 
cal reproduction. 

Console machines, such as A-M’s 1250 
and 1850 Multilith duplicators, are 
characterized by very high production 
rates and very long run lengths. In 
typical applications, monthly volumes 
exceed half a million copies with run 
lengths almost always more than 50 
and commonly a few hundred copies 
per original. 

Highly automated duplicating systems 
embrace the mid-range of volume 
and run length. Principal A-M units are 
the 4250 Total Copy System and the 
4975 Copymaker offering both simul¬ 
taneous two-sided reproduction and 
continuous one-side reproduction. 


The market is also appropriately cate¬ 
gorized according to machines, 
supplies and service. At A-M, supplies 
and service represent the larger area of 




1. A-M 240 high speed tabletop duplicator. 

2. Rotary collators facilitate job completion on 
large duplicating systems. 3. A-M 4975 dupli¬ 
cating system prints on both sides of the paper. 
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activity, accounting for approximately 
60 percent of duplicating revenues. 
This business base is stable, derived 
principally from the very large popu¬ 
lation of machines already in place 
throughout the world. 

In certain machine market segments, 
xerography has become a competitive 
alternative to offset duplicating. 

This is particularly true where mid¬ 
range duplicator systems are con¬ 
sidered for use in in-plant print shops. 
Less than half of A-M’s duplicating 
machine sales and 10 percent of total 
company sales are in this arena. 

In many applications, particularly 
in-plant uses, offset duplicators pro¬ 
vide an attractive combination of 
cost effectiveness, speed and repro¬ 
duction quality not available from 
other technologies. In addition, offset 
is uniquely capable of such specialized 
work as multi-color and halftone 
reproduction, sequential numbering of 
documents and forms, and repro¬ 
duction on non-standard paper and 
card stocks. 

Growth opportunities are afforded by 
the enhancement of existing, proven 
duplicator products (with particular 
attention to job finishing and total 
throughput), and an expansion of sup¬ 
plies marketing. 

The xerographic challenge, generally 
confined to duplicating systems in in- 
plant applications, was blunted in 
the past year by Operation Straight 
Talk. Documenting claims of superi¬ 
ority in quality and cost effectiveness, 


this aggressive marketing program 
increased placements of 4250 and 
4975 duplicating systems to a three 
year high. 

In addition to duplicators, A-M through 
mid-1977 provided a line of conven¬ 
ience copiers utilizing electrostatic 
technology. A decision was made then 
to phase out this unprofitable line and a 
charge to income was made. 


1. Multiple reduction master imager for Total 
Copy System. 2. Masters and other supplies 
comprise 40% of duplicating revenues. 
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Word Processing and Composition 
Sales: 1977 - $65.9 million 
1976 - $58.1 million 



In the fourth quarter. A-M introduced 
the first two models in its line of 
AMTEXT word processing equipment. 
Employing microprocessor technology, 
these initial units are positioned to 
meet customer needs at either end 
of the word processing spectrum. The 
AMTEXT 225 is designed to handle 
normal power typing assignments and 
can perform limited text editing and 
processing tasks. The AMTEXT 425 is a 
much more powerful system. Operating 
features include full-page video display, 
simultaneous printing and editing, 
automatic document indexing and 
pagination, text merging and 
auto-hyphenation. 

A-M developed software will permit 
functional interaction between the 225 
and 425 models and subsequent 
AMTEXT models. The AMTEXT 425 
system will also be able to interface 
directly with A-M’s Comp/Set photo¬ 
composition systems. This flexibility 
permits text perfected by the 425 to be 
input to a phototypesetter simply 
by transferring the 425’s memory disc to 
the typesetter and entering type¬ 
setting commands. 

A-M’s entry into word processing has 
been well received. However, short¬ 
term profitability will be impacted by 
start-up costs common to new projects. 
For example, A-M this year will invest 
substantially to put in place a large and 
effectively dispersed sales force dedi¬ 
cated to word processing products. 

The composition market has histori¬ 
cally comprised printers, publishers, 
and commercial typographers. When 
A-M brought its Comp/Set direct entry 
phototypesetters to market two years 
ago, an entirely new market segment 
opened—in-house users. 



1. Comp/Set 510 direct entry phototypesetter. 

2. AMTEXT 225 power typing system. 
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For the first time, people with normal 
clerical skills could operate profes¬ 
sional equipment and achieve profes¬ 
sional typesetting results. 

A-M’s Comp/Set family was expanded 
with the introduction of the 3500 and 
4500 series machines. The 3500 series 
triples previously available speeds and, 
when used with the new 5404 visual 
display input keyboard, provides off¬ 
line entry for higher efficiency and 
greater editing potential. 

During the fourth quarter, the 
Comp/Set 4500 series made its debut at 
a major worldwide graphic arts exposi¬ 
tion in Dusseldorf, Germany. 

The 4500 possesses unmatched capa¬ 
bility. The operator has available at 
fingertip control 16 different type faces 
in 70 different sizes. Operating speed 
is 50 lines per minute. Moreover, 
the 4500, like the 3500 series, offers 13 
foreign language programs. Any 3500 
or 4500 machine can be programmed 
with a primary language and up to seven 
optional languages which can be 
"dialed” into use. This unique multi¬ 
language feature is hastening the 
acceptance of the Comp/Set photo¬ 
typesetter line on a worldwide basis. 




1. Comp/Set photocomposers set variety of type 
sizes and styles. 2. AMTEXT 425 full capability 
word processor. 3. Comp/Set phototypesetter 
software programs are available in 14 languages. 
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1. PD 160 medium volume engineering copier. 

2. Model 876 whiteprinter with automated sheet 
size selection. 3. PD 80 tabletop unit is world’s 
most popular engineering copier. 


Engineering Graphics 
Sales: 1977 - $98.7 million 
1976 - $89.7 million 

In this highly segmented market, A-M 
is a leading source of specialized 
equipment and supplies for the prepa¬ 
ration and reproduction of engineer¬ 
ing drawings. 

Though real growth in this market is 
moderate, there is substantial demand 
in both new and replacement equip¬ 
ment situations for A-M’s proprietary 
pressure diazo (PD) engineering 
copiers. Conventional diazo copying 
processes are particularly suited to 
applications where very high resolution 
reproduction is required but venting is 
usually needed to exhaust ammonia 
fumes. Pressure diazo requires no vent¬ 
ing and thus poses no environmental 
concerns. In fact, pressure diazo is the 


only high speed process that now meets 
the environmental standards of certain 
metropolitan areas. 

General economic indicators which 
pace the engineering graphics market 
showed widespread improvement over 
earlier recession levels. These include 
construction starts, machine tool orders 
and automotive production. 

Two new whiteprinters were introduced 
during the year. One offers high volume 
automation while the other empha¬ 
sizes medium volume production. 

Rental marketing of the PD 160 tabletop 
convenience printmaker was initiated. 
As many organizations shift from 
outside to in-house reproduction sup¬ 
port, the ability to rent medium volume 
equipment such as the PD 160 has 
special appeal. Machine placements 
increased approximately 40 percent as 
a result of the new rental plan. 

In the area of supplies, representing 
approximately 55 percent of revenues, 
A-M introduced premium grade diazo 
paper stocks and also consolidated 
paper coating facilities to improve 
capacity utilization. In the years ahead, 
even greater emphasis will be placed on 
supplies marketing. 

Certain products which failed to 
measure up to new standards of profita¬ 
bility and potential were dropped 
in 1977, notably in the area of educa¬ 
tional market drafting supplies. New 
product introductions and strong 
promotion of existing equipment is ex¬ 
pected to offset lost revenues from 
discontinued items. 

















Data Recording, Repetitive Writing 
and Mail Handling 
Sales: 1977 - $70.1 million 
1976 - $68.2 million 

A-M sales in these markets turned 
upward in 1977 following successive 
years of market softness. 

A-M data recorders are used principal¬ 
ly to record and capture credit card 
transactions. The company also sells 
plastic cards and card embossing equip¬ 
ment. Shipments of data recorders 
during the year were particularly heavy 
to the travel, entertainment and bank¬ 
ing industries. 


A-M is actively developing new market 
applications where its data recorders 
can be beneficial. For example, the 
model 45 Medicorder was introduced to 
the health care industry in March to 
serve needs for recording patient 
services and charges. By year end, 
orders for more than 1,200 units had 
been received. 

The repetitive writing area, in which 
A-M equipment accounts for about 60 
percent of the world market, is served 
with electro-mechanical machines 
which use either plastic or metal plates 
for rapid, repetitive imprinting, e.g. ad¬ 
dressing envelopes or labels from large 
mailing lists. A-M also markets 










■ 



equipment that embosses plates and 
plastic cards. 

Mail handling equipment such as folders 
and inserters also showed good world¬ 
wide sales gains. New product intro¬ 
ductions during the year featured an 
improved combination folder/inserter 
unit with expanded capabilities and a 
higher speed folder. 


1. Medicorder data recording unit for health 
care industry. 2. Easy Riter 404 automatic ad- 
dressor. 3. Modularly designed A-M 910 
folder-inserter. 
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Micrographics 
Sales: 1977 - $27.3 million 
1976 - $20.3 million 

Micrographics is the third largest of the 
markets served by A-M. In the five years 
of market participation, A-M’s micro¬ 
graphics revenues have grown from 
approximately $1 million to $27.3 
million in 1977. 

The company’s micrographics tech¬ 
nology base is strong. An early forecast 
that market emphasis would shift from 
roll film to fiche as the primary 
medium proved correct and permitted 
concentration in this segment. A-M’s 
product line is comprehensive with 
particular emphasis on microfiche 
duplicators. 

For the longer term, a critical role is seen 
for micrographics in evolving office 
systems. Special attention is being 
directed to the most rapidly growing 
areas of micropublishing and record 
storage and retrieval. 

In the new fiscal year, the model 1830 
micropublisher is being introduced to 
afford users a degree of enlargement 
flexibility not previously available. The 
model 1830 produces “people size” plain 
paper copies from microfiche input, 
in single sheets or collated sets. 

The new generation OP 90 series 
microfiche duplicator, previewed to 
trade groups in fiscal 1977 and sched¬ 
uled for market release in the new year, 


will serve large volume fiche users. This 
is an “intelligent duplicator” that can 
be operator programmed to perform a 
wide range of tasks. 

The OP 90 series is significant in another 
respect. Its intelligence is derived from 
a microprocessor originally used by 
A-M for its phototypesetter products. 
Thus, the microfiche duplicator repre¬ 
sents a cross-breeding of advanced 
technology that will be increasingly 
typical of A-M products. 


1. OP 11 tabletop microfiche duplicator. 

2. Bruning 96 microfiche retrieval-display unit 
also prints “people size” copies. 3. Newly intro¬ 
duced model 1830 micropublisher. 
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Electronic Terminals 
Sales: 1977 - $14.7 million 
1976 - $10.9 million 


volume at any time during the day and 
current inventory to employee pro¬ 
ductivity and food portion control. 


Documentor is a free-standing manage¬ 
ment information system developed 
by A-M specifically for the food service 
industry. It is the standard-setting 
point-of-sale system in use today for 
this application. 

A Documentor system provides food 
service operators with a broad range of 
management and accounting infor¬ 
mation. In addition to performing the 
traditional cash register function, more 
than 20 different control reports can 
be recovered from Documentor pro¬ 
gramming. These range from sales 



Sales of Documentor systems in 1977 
increased 62 percent over the prior 
year’s $7.4 million. Today, more than 40 
of the 70 largest food chains in the U.S. 
use Documentor terminals in growing 
numbers of their outlets. Fast food 
restaurants account for the largest por¬ 
tion of Documentor installations. Fine 
food establishments, coffee shops and 
bars are other typical users. 

In anticipation of continuing rapid 
growth, Documentor Division increased 
production capacity by about 75 per¬ 
cent and more than doubled the unit 
output rate in the last year. A new print¬ 
ing plant dedicated to the production 
of customized forms used by Docu¬ 
mentor systems began operation. The 
plant has the capacity to print more than 
100 million such forms annually. 

Through 1976, Documentor systems 
were sold only in the U.S. Since then, 
initial shipments to Canada have begun 
and other international marketing 
opportunities are being pursued. Pos¬ 
sible applications of Documentor MIS 
technology outside of the food service 
industry are being evaluated. 

During the year, A-M discontinued its 
AMCAT electronic funds transfer prod¬ 
uct line. Revenues from this unprofitable 
product line amounted to $2.7 million 
and $3.5 million in 1977 and 
1976 respectively. 



1. Documentor scanner system “reads" res¬ 
taurant checks. 2. Documentor systems at the 
Ohio State Fair. 3. Documentor keyboard 
systems provide management data. 
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Other Products and Services 
Sales: 1977 - $19.2 million 
1976 - $22.6 million 

In addition to its basic product lines, 
A-M provides various ancillary prod¬ 
ucts and services. 

The largest of these is a line of general 
office supplies including: carbon and 
ribbon products for office, EDP and 
communications equipment; chemicals 
for office machines; and magnetic 
memory media for electronic office sys¬ 
tems. These general supplies items 
are in addition to supplies relating to 
specific A-M machine products and are 
marketed by Office Supplies Division. 

Others include embossing services for 
addressing plates and credit cards— 
provided on a retail basis through 
certain A-M sales offices—and plastic 
specialties produced in conjunction 
with the company’s manufacture of 
plastic credit cards. 

Revenues from continuing activities 
increased in 1977. Retail graphics ser¬ 
vice operations, discontinued early in 
the year, accounted for approximately 
$7 million of revenues shown for 1976. 



i 


< 

Magnetic tapes, discs and cards for electronic office machines. 


« 


i 


18 









Management’s Discussion and Analysis of Consolidated Statement of Income (Loss) 


Summary of Net Sales 

A-M is engaged in the design, manufacture and distribution 
of a wide variety of business machines and related equip¬ 
ment, accessories and supplies and providing services to its 
customers in connection therewith. The percentage of total 
revenues by product group for each of the five years ended 
July 31, 1977 follows: 



1977 

1976 

1975 

1974 

1973 

Duplicators and copiers 

50% 

53% 

53% 

52% 

51% 

Engineering graphics 

17 

16 

16 

17 

16 

Data recording, repetitive 

writing and mail handling 

12 

12 

15 

16 

18 

Word processing and 

composition 

11 

10 

8 

7 

8 

Micrographics, electronic 
terminals and other 

products and services 

10 

9 

8 

8 

7 

Total 

100% 

100% 

100% 

100% 

100% 


1977 Compared to 1976 

Worldwide revenues in 1977 were $596,250,000, an increase 
of $23,330,000 or 4% compared to last year. Sales by product 
class are summarized as follows: 


(Dollars in thousands) 

1977 

1976 

Duplicators and copiers 

$ 300,393 

$ 303,127 

Engineering graphics 

Data recording, repetitive writing 

98,663 

89,697 

and mail handling 

70,092 

68,225 

Word processing and composition 

65,968 

58,070 

Micrographics 

27,296 

20,344 

Electronic terminals 

14,677 

10,850 

Other products and services 

19,161 

22,607 


$ 596,250 

$ 572,920 


Significant increases in revenues were experienced in the 
Company’s engineering graphics ($8,966,000), compo¬ 
sition ($7,898,000) and micrographics ($6,952,000) product 
classifications primarily as a result of expanded market pene¬ 
tration for these products. Detailed discussion of sales by 
product classification are included on pages 4 through 18. 
Sales by quarter for 1977 and 1976 are summarized in Note 16. 

Cost of products and services sold increased $13,210,000 
from 1976 due primarily to the increase of sales volume. In 
addition, the Company adopted the last-in, first-out (LIFO) 
method of pricing the major portion of domestic inventories 
in 1977 which increased the cost of products sold approxi¬ 
mately $4,000,000. 

Other operating expenses increased 7% compared to last 
year as a result of increases in sales branch and commission 
expenses, salaries and wages, currency translation losses, 
and costs of materials and services purchased. 


In 1977 the Company received $8,000,000 as a settlement 
of a claim, which is more fully described in Note 3. 

The significant consolidated net loss of $19,298,000 experi¬ 
enced in fiscal 1977 includes several factors which are not 
considered normal operating expenses. In 1977, as described 
in Note 3, unusual expenses of $31,655,000 ($22,205,000 after 
tax or $2.69 per share) were recognized as a result of im¬ 
plementing several programs under which certain unprofit¬ 
able products and operations were discontinued and several 
operations were realigned. In addition, the Company ex¬ 
tended its accrual method of accounting for vacation pay 
expenses which resulted in a charge to income of $5,637,000 
or $.68 per share. 

After considering these items the margin of operating profit in 
1977 from the Company’s normal operations is substantially 
in line with that which was reported in 1976. 

Income taxes are summarized as Note 6 on page 27. 

Quarterly Cash Dividends and Price Range 

In the second quarter of 1977 the Company paid a special 
year-end 1976 cash dividend of 10 cents per share. No regular 
dividends were paid in 1977 and 1976. 

The common stock is traded on the New York Stock Ex¬ 
change, Midwest Stock Exchange and Pacific Stock Ex¬ 
change (Symbol AIN). A summary of the price range per 
share of common stock by quarter for each of the last two 
years follows: 




Stock Prices 


1977 


1976 


Quarter 

High 

Low 

High 

Low 

First 

11-7/8 

8-1/4 

8-5/8 

5-1/2 

Second 

14-3/8 

9-3/4 

11-3/4 

7 

Third 

14-1/4 

9-7/8 

13-1/2 

9-1/8 

Fourth 

15-3/8 

10-1/8 

11-3/8 

8-1/2 


1976 (Restated) Compared to 1975 

Worldwide sales of $572,900,000 were down 2% from 1975 
mainly due to a 5% decrease in international. Sales in the U.S., 
which were down during the first half, made a steady recovery 
during the second half and finished the year virtually un¬ 
change from 1975. International sales, which represent ap¬ 
proximately 35% of total billings, were down largely because 
of adverse economic conditions overseas. Also subsidiaries’ 
revenues, expressed in U.S. dollars, were unfavorably im¬ 
pacted by the decline in the average values of many cur¬ 
rencies in relation to the U.S. dollar. 
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The percentage of gross margin was slightly below last year 
while the dollars decreased 4% to $225,399,000. The de¬ 
crease was mainly due to foreign currency fluctuations and 
inflation pressures overseas which increased costs, and to 
the implementation of the same type of conservative inven¬ 
tory obsolescence policies as is used in the U.S. resulting in 
inventory write-down in foreign subsidiaries. 

Other operating expenses of $204,294,000 were down 5% 
compared to last year. In 1976 higher cost due to improve¬ 
ments in salaries and wages paid and inflationary pressures 
on costs of materials and services purchased were more than 
offset by cost reduction programs and operating efficiencies. 

Interest expense decreased $5,687,000 or 37% as a result of 
reduced borrowings and lower interest rates compared 
to 1975. 


Income taxes in 1976 of $10,140,000 increased 74% from 
1975 taxes of $5,825,000. The effective tax rate increased to 
61% from 48%. A reconciliation of the effective rate for 1976 
to the U.S. statutory rate of 48% is presented on page 27. 

Consolidated net income rose slightly from fiscal 1975 re¬ 
sults to $6,609,000 or 82 cents per share. Although net income 
remained substantially the same as last year, the domestic 
operations’ portion improved approximately 70% but this 
significant gain was offset mainly by losses in operations 
outside the United States as previously mentioned. 


Report of Independent Accountants 
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1900 CENTRAL NATIONAL BANK BUILDING 
CLEVELAND. OHIO 44114 


September 19, 1977 

To the Shareholders and Board of Directors 
Addressograph-Multigraph Corporation 

We have examined the consolidated balance sheet of Addressograph-Multigraph Corporation and its subsidi¬ 
aries as of July 31,1977 and 1976, and the related consolidated statements of income (loss) and retained earn¬ 
ings and of changes in financial position for the years then ended. Our examinations were made in accordance 
with generally accepted auditing standards and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. 


As described in Note 2 to the consolidated financial statements, the methods of accounting for leases, certain 
vacation pay expenses and most U.S. inventories were changed in 1977. 


In our opinion, the consolidated financial statements examined by us present fairly the financial position of Ad¬ 
dressograph-Multigraph Corporation and its subsidiaries at July 31, 1977 and 1976, and the results of their 
operations and the changes in their financial position for the years then ended, in conformity with generally 
accepted accounting principles. After restatement for the change in the method of accounting for leases, these 
principles have been applied on a consistent basis, except for the changes in the methods of accounting for in¬ 
ventories and vacation pay. We concur with all of these changes. 
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Consolidated Statement of Income (Loss) and Retained Earnings 

Addressograph-Multigraph and Subsidiary Companies 


For the year ended July 31 

(Dollars in thousands except per share amounts) 

Revenues: 

1977 

1976 

(Restated) 

Net sales 

$ 462,368 

$ 440,517 

Service and machine rental 

133,882 

132,403 


596,250 

572,920 

Cost and expenses: 

Cost of products and services sold 

360,731 

347,521 

Selling, general and administrative 

201,527 

188,450 

Research, development and engineering 

17,158 

15,844 

Interest on indebtedness 

9,629 

9,700 

Interest on obligations under capital leases 

1,897 

1,623 


590,942 

563,138 

Other income 

7,976 

6,967 

Unusual expenses and (income): 

Discontinued products and operations 

15,347 

— 

Realignment of operations 

16,308 

— 

Settlement of claim 

(8,000) 

— 


23,655 

— 

Income (loss) before income taxes 

(10,371) 

16,749 

Income taxes 

3,633 

10,140 

Income (loss) before cumulative effect of accounting changes 

(14,004) 

6,609 

Cumulative effect on prioryears (to July 31,1975) of changing method of accounting 

for lease transactions 

— 

(969) 

Cumulative effect on prior years (to July 31,1976) of extending the accrual method 

of accounting for vacation pay expenses 

(5,294) 

— 

Net income (loss] 

(19,298) 

5,640 

Retained earnings at beginning of year 

127,688 

122,048 

Cash dividends ($.10 per share) 

(804) 

— 

Retained earnings at end of year 

$ 107,586 

$ 127,688 


Per share amounts: 


Income (loss) before cumulative effect of accounting changes 

$ (1.70) 

$ .82 

Cumulative effect on prior years of accounting changes: 

Lease transactions 

— 

(.12) 

Vacation pay expenses 

(.64) 


Net income (loss) 

$ (2.34) 

$ .70 


The Notes to Consolidated Financial Statements are an integral part of the financial statements. 
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Consolidated Balance Sheet 

Addressograph-Multigraph and Subsidiary Companies 

As of July 31 

1977 

1976 

(Dollars in thousands) 


(Restated) 

Assets 



Current assets: 

Cash 

$ 4,059 

$ 5,068 

Time deposits and marketable securities at cost which approximates market value 

52,248 

36,715 

Accounts receivable, less allowance of $5,471 in 1977 and $5,513 in 1976 

111,971 

113,630 

Inventories 

145,181 

130,648 

Prepaid income taxes and expenses 

19,270 

14,903 

Total current assets 

332,729 

300,964 

Investment in and advances to AM Finance 

6,158 

4,416 


Property, plant and equipment: 


Land 

4,143 

5,384 

Buildings 

71,319 

74,737 

Machinery and equipment 

94,320 

93,403 

Leasehold improvements, less amortization 

2,992 

3,576 


172,774 

177,100 

Less accumulated depreciation 

97,839 

93,246 


74,935 

83,854 


Rental equipment 

51,316 

51,278 

Less accumulated depreciation 

31,488 

30,354 


19,828 

20,924 

Property under capital leases 

28,563 

26,206 

Less accumulated amortization 

10,727 

9,953 


17,836 

16,253 

Other assets 

18,952 

18,679 

Total assets 

$ 470,438 

$ 445,090 


The Notes to Consolidated Financial Statements are an integral part of the financial statements. 
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Liabilities and shareholders’ equity 

1977 

1976 

(Restated) 

Current liabilities: 

Bank loans and current debt 

$ 24,275 

$ 18,037 

Accounts payable 

40,415 

35,723 

Service contract obligations 

33,470 

31,117 

Income taxes 

6,301 

11,220 

Discontinuation and realignment expenses 

16,877 

— 

Payroll, commissions and vacation pay 

17,817 

7,601 

Retirement plans 

16,241 

12,368 

Taxes other than income taxes 

5,833 

5,073 

Obligations under capital leases 

5,469 

4,999 

Other 

15,869 

11,849 

Total current liabilities 

182,567 

137,987 

Long-term obligations under capital leases 

14,142 

13,010 


Long-term debt: 


9%% debentures 

54,000 

57,000 

4%% convertible debentures 

11,650 

11,650 

Other 

9,658 

8,493 


75,308 

77,143 

Shareholders’ equity: 

Common stock, par value $2.50 

Authorized: 15,000,000 shares 

Outstanding: 8,347,600 shares in 1977 and 

8,040,776 shares in 1976 

20,869 

20,102 

Capital in excess of par value 

71,316 

69,160 

Less note receivable from officer 

(1,350) 

— 


90,835 

89,262 

Retained earnings 

107,586 

127,688 


198,421 

216,950 

Total liabilities and shareholders’ equity 

$ 470,438 

$ 445,090 
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Consolidated Statement of Changes in Financial Position 

Addressograph-Multigraph and Subsidiary Companies 


For the year ended July 31 
(Dollars in thousands) 

1977 

1976 

(Restated) 

Financial resources were provided by: 



Income (loss) before cumulative effect on prior years of accounting changes 

$ ( 14 , 004 ) 

$ 6,609 

Expense (income) items not affecting working capital: 

Depreciation and amortization 

23,616 

21,433 

Future income tax benefits 

( 4 , 121 ) 

(2,933) 

Adjustment of plants, equipment and rental equipment held for disposal 
to estimated realizable values 

6,464 


Operations 

11,955 

25,109 

Cumulative effect on prior years of accounting changes (after income tax 
effect of $3,459 in 1977 and $855 in 1976) 

( 5 , 294 ) 

(969) 

Normal sale or disposal of plants, equipment, rental equipment and property 
under capital leases 

11,618 

13,574 

Sale and issuance of common stock (net of long-term note) 

1,573 

10 

Additional long-term debt 

4,930 

5,643 

Additional long-term obligations under capital leases 

5,916 

7,811 

Reduction of lease receivables, due after one year 

1,609 

5,873 

Reduction of working capital 

12,815 

— 


$ 45,122 

$ 57,051 


Financial resources were used for: 


Property additions 

$ 8,903 

$ 

7,985 

Rental equipment additions 

15,773 


12,910 

Additions to property under capital leases 

5,916 


7,811 

Reduction of long-term debt 

6,765 


6,974 

Reduction of long-term obligations under capital leases 

4,784 


6,412 

Investment in and advances to AM Finance 

1,742 


508 

Cash dividends 

804 


— 

Other 

435 


(427) 

Addition to working capital 

— 


14,878 


$ 45,122 

$ 

57,051 

Summary of changes in components of working capital: 

Cash and short-term investments 

$ 14,524 

$ 

26,168 

Accounts receivable 

( 1 , 659 ) 


(10,863) 

Inventories 

14,533 


(18,322) 

Prepaid income taxes and expenses 

4,367 


(2,346) 

Accounts payable 

( 4 , 692 ) 


(4,158) 

Accrued discontinuation and realignment expenses 

( 16 , 877 ) 


— 

Other accrued liabilities 

( 18 , 869 ) 


8,432 

Current debt and obligations under capital leases 

( 6 , 708 ) 


17,777 

Income taxes and service contract obligations 

2,566 


(1,810) 

Addition to (reduction of) working capital 

$ ( 12 , 815 ) 

$ 

14,878 
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Notes to Consolidated Financial Statements 

Addressograph-Multigraph and Subsidiary Companies 


Accounting Policies — Note 1 

Principles of Consolidation — The consolidated financial 
statements include the accounts of all subsidiaries except 
Addressograph Multigraph Finance Corporation, the invest¬ 
ment in which is accounted for under the equity method. All 
intercompany transactions have been eliminated. 

Inventory Pricing — Inventories are stated at the lower of cost 
or market. Beginning in 1977, cost is determined using the 
last-in, first-out method for the major portion of U.S. 
inventories and the first-in, first-out (FIFO) method for most 
other inventories. Prior to 1977 the cost of substantially all 
inventories was determined using the FIFO method. 

Property, Plant and Equipment — Expenditures for plant and 
equipment, including rental equipment and betterments 
which extend the estimated useful lives of the assets, are 
capitalized. Maintenance and repair costs are expensed as 
incurred. When assets are disposed of, the cost and ac¬ 
cumulated depreciation of the assets are removed from the 
accounts and any gain or loss is reflected currently in earn¬ 
ings. Depreciation is computed primarily on the straight-line 
method using rates based on the estimated useful lives of the 
assets. Leasehold improvements are amortized over the 
terms of the various leases. The provisions for depreciation 
and amortization amounted to $16,508,000 in 1977 and 
$17,837,000 in 1976. 

Property Under Capital Leases — In 1977 the method of ac¬ 
counting for certain leases which had been classified as op¬ 
erating leases in prior years was changed to comply with the 
provisions of a recent Statement of Financial Accounting 
Standards which requires their capitalization as assets and 
the related lease obligations to be recorded as liabilities. 
Property under capital leases is amortized over the lease 
terms using the straight-line method. Amortization amounted 
to $4,434,000 in 1977 and $3,227,000 in 1976. 

Leases of Equipment to Customers — Long-term noncancel- 
lable leases of equipment to customers are classified as 
sales-type leases and the manufacturer’s profit on the trans¬ 
action is recognized in income at the inception of the lease. 
Unearned income is amortized to income over the respective 
lease terms using a method which produces a substantially 
constant periodic rate of return. 

Translation of Non-U.S. Currencies — Assets and liabilities 
stated in other currencies are translated into U.S. dollars at 
current market rates of exchange except for inventories, 
property, plant, equipment, rental equipment and property 
under capital leases, which are translated at rates prevailing 
when the assets were acquired. Revenue and expense ac¬ 
counts are translated at monthly current rates of exchange, 
except accounts that relate to assets translated at historical 
rates which are translated on the same basis. 

Stock Options — Amounts received upon the exercise of 
stock options are credited to common stock and capital in 
excess of par value. 


Retirement Plans — Expenses for retirement plans include 
current service costs and amortization of prior service costs 
generally over a 30-year period. Such costs are funded based 
on a variety of factors such as legal requirements and income 
tax considerations. 

Income Taxes — Income taxes are recognized during the 
year in which transactions enter into the determination of in¬ 
come for financial reporting purposes. Provision is made for 
timing differences between financial and tax reporting. The 
investment tax credit is recorded under the flow-through meth¬ 
od as a reduction of the current provision for income taxes. 

Per Share Amounts — The weighted average number of 
shares outstanding is used in determining per share amounts. 
No material dilution in per share amounts would result from 
the conversion of the Company’s convertible debentures and 
the exercise of stock options. 


Accounting Changes — Note 2 

In 1977 the Company changed its methods of accounting for 
lease transactions and vacation pay expenses and its meth¬ 
od of pricing the major portion of U.S. inventories. 

Lease Transactions — The method of accounting for certain 
leases in which the Company is the lessee was changed in 
1977 and the new method has been applied retroactively to 
all such leases. The effect of this accounting change on the 
net loss for 1977 and on net income in any prior year was not 
significant, however, the financial statements for 1976 have 
been restated for comparative purposes. The charge of 
$969,000 recorded in 1976 represents the cumulative effect 
on retained earnings of retroactively applying this new ac¬ 
counting method to years prior to 1976. 

Vacation Pay Expenses — Prior to 1977 the Company had 
accrued for vacation pay as earned for all hourly and certain 
salaried employees. In 1977 the Company extended this 
accounting method to cover all salaried employees thereby 
achieving a consistent method of accounting throughout the 
Company. Extending this accounting method increased the 
1977 loss before cumulative effect of accounting changes 
by $343,000 or $.04 per share. The charge of $5,294,000 (after 
income tax benefits of $3,459,000) to apply the new method 
to prior years retroactively is included in the net loss for 1977. 
The effect of this change on reported earnings in each of the 
years prior to 1977 is insignificant. 
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Inventory Pricing — The Company has changed its method 
of pricing most U.S. inventories from the first-in, first-out 
method to the last-in, first-out (LIFO) method. This change 
was made because management believes the LIFO method of 
pricing these inventories will reflect earnings more realisti¬ 
cally by matching the most recent inventory acquisition costs 
against current sales. The effect of this change was to in¬ 
crease the reported net loss for 1977 by $2,029,000 or $.25 
per share. The cumulative effect of this change could not be 
determined because assumptions would have to be made 
that would furnish results different from what they would 
have been had LIFO been used in prior periods. 


Unusual Expenses and Income — Note 3 

Discontinued Products and Operations — During the year 
the Company implemented programs to phase out certain 
unprofitable products and to dispose of three unprofitable 
subsidiaries. The principal products involved are the model 
5000 console electrostatic copier, the model 550 tabletop 
electrostatic copier, the model 6000 plain paper copier, the 
model 9000 direct lithography convenience duplicator, the 
Delta duplicating system and the AMCAT electronic ter¬ 
minals and systems. 

The related costs of $15,347,000 (approximately $11,213,000 
or $1.36 per share after tax) have been provided for in the 1977 
financial statements. In determination of these costs, pro¬ 
visions have been made to reduce inventories ($4,273,000), 
rental equipment ($2,549,000), production equipment 
($2,228,000) and other assets related to the products and 
the investments in subsidiaries to estimated net realizable 
values. Estimated income to be generated from these prod¬ 
ucts and operations during the phase-out period has been 
applied as a reduction of the estimated costs. 

Realignment of Operations — The Company has also ini¬ 
tiated several actions designed to realign operations to 
more effectively utilize facilities and to produce other cost 
efficiencies. These actions include the relocation of various 
manufacturing and engineering operations and certain ad¬ 
ministrative functions in the United States and abroad. The 
estimated costs and expenses associated with these realign¬ 
ments of $16,308,000 (approximately $10,992,000 or $1.33 per 
share after tax) include severance pay and pension costs for 
terminated employees, inventory and equipment relocation 
expenses and the write-off of certain unamortized excess of 
cost over net assets of businesses acquired. Estimated gains 
on disposals of facilities have been taken into account in 
arriving at the 1977 charges to income. 

In 1975 the Company established a long-term program to 
restructure several operations and provided for the related 
costs. Implementation of this program except for one sub¬ 
sidiary was completed in 1977. 


Settlement of Claim — In November, 1976 the Company re¬ 
ceived $8,000,000 (approximately $4,520,000 or $.55 per 
share after tax) from Xerox Corporation in settlement of the 
Company’s claims against Xerox based on alleged mo¬ 
nopolistic practices. In connection with the settlement, Xerox 
also agreed to provide the Company with certain technical 
information, and the Company assigned to Xerox certain 
patents relating to facsimile transmission. 


Operations Outside the United States — Note 4 

The accounts of operations outside the United States for their 
fiscal years ended June 30 are included in the consolidated 
totals. This earlier closing date enables the Company to re¬ 
port consolidated financial data on a timely basis. A summary 
of information for these operations follows: 


June 30 


(Dollars in thousands) 


1977 

1976 

(Restated) 

Working capital 

Net properties, rental equipment 

$ 

27,163 

$ 35,633 

and capital leases 


26,101 

30,902 

Other assets—net 


3,633 

3,840 

Total assets 


56,897 

70,375 

Long-term debt 


6,170 

7,015 

Long-term lease obligations 


2,803 

2,701 

Net assets 

$ 

47,924 

$ 60,659 

Net sales and operating revenues 

$ 193,240 

$ 192,633 

Loss before cumulative effect 

of accounting changes 

Cumulative effect on prior years 
of accounting changes: 

$ 

(9,817) 

$ (3,072) 

Lease transactions 


— 

(423) 

Vacation pay expenses 


(1,921) 

— 

Net loss 

$ 

(11,738) 

$ (3,495) 

Dividends paid to parent 

$ 

2,873 

$ - 


Exchange losses of $2,169,000 ($1,806,000 after tax effect) 
in 1977 and exchange gains of $550,000 ($454,000 after tax 
effect) in 1976 were included in consolidated results of 
operations. 
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Research and Development Expenses — Note 5 

Research and development expenses were $4,819,000 in 
1977 and $4,390,000 in 1976. 


Income Taxes — Note 6 

The provision for income taxes is summarized as follows: 


(Dollars in thousands) 

Taxes 

Payable 

Tax Timing 
Differences 


Total 

1977 

National governments: 
United States 

Other 

State and local 

$ 3,878 

4,786 
1,175 

$ 

(4,326) 

(1.880) 

$ 

(448) 

2,906 

1,175 


$ 9,839 

S 

(6,206) 

$ 

3,633 

1976 

National governments: 
United States 

Other 

State and local 

$ 6,432 

4,083 
400 

$ 

56 

(831) 

$ 

6,488 

3,252 

400 


$ 10,915 

$ 

(775) 

$ 

10,140 


The 1976 provision expressed as a percentage of pretax in¬ 
come is 60.5%. In 1977 the provision for income taxes on the 
pretax loss is as follows: 


(Dollars in thousands) 

U.S. statutory rate applied to 
income (loss) 

Investment tax credit 
Credit for income taxes paid to 
other national governments 
Reduced rate applicable to 
capital gains 

Recognition of a portion of U.S. 
tax benefits on loss of invest¬ 
ments in subsidiaries 
Effect of subsidiary losses which 
produced no tax benefits and 
varying tax rates of other 
national governments 
Non-deductible goodwill 
State and local 
Other 


No U.S. taxes have been provided on accumulated unre¬ 
mitted earnings of subsidiaries outside the U.S. which total 
$34,543,000 because the subsidiaries intend to invest these 
earnings indefinitely or because such amounts, if distributed, 
would, due to utilization of foreign tax credits, incur income 
taxes at substantially less than the U.S. income tax rate. 

Provision is made for timing differences between financial 
and tax reporting. In 1977 such timing differences relate 
primarily to vacation pay expenses, leasing and service con¬ 
tract activities, inventory obsolescence, tax credits and 
expenses associated with the discontinued products and 
operations and the realignment of other operations. 


Inventories — Note 7 

The components of inventories at July 31 were as follows: 


(Dollars in thousands) 

1977 

1976 

Raw materials 

Work-in-process 

Finished parts, machines and supplies 

$ 25,079 
38,786 
97,880 

$ 26,312 
36,250 
86,559 

Less allowance for obsolescence 

161,745 

16,564 

149,121 

18,473 


$ 145,181 

$ 130,648 


At July 31, 1977 inventories priced using the last-in, first- 
out (LIFO) method amounted to $78,137,000. The excess of 
replacement cost of these inventories over their stated LIFO 
value was approximately $4,000,000. Inventories used in the 
computation of cost of products sold totaled $145,181,000 in 
1977, $130,648,000 in 1976 and $148,970,000 in 1975. 


Addressograph Multigraph Finance Corporation — Note 8 

Addressograph Multigraph Finance Corporation (AM Fi¬ 
nance) is a wholly owned subsidiary which finances equip¬ 
ment leased to the Company’s customers. Under the terms of 
a 1974 agreement an unaffiliated finance company was given 
the right to purchase a portion of the AM Finance contracts. 
The agreement was terminated effective August 1,1977, and 
AM Finance intends to retain future contracts. At July 31, 
1977 AM Finance was subject to limited recourse on approxi¬ 
mately $18,800,000 of outstanding contracts. 

In the Consolidated Statement of Income (Loss) and Re¬ 
tained Earnings, pretax income of AM Finance is included in 
Other income and its provision for income taxes is included 
in the consolidated tax provision. 


1977 1976 


Amount % Amount 


$ (4,978) 

48.0 

$ 8,040 

(448) 

(5.5) 

(920) 

(1.500) 

(2.4) 

(400) 

(235) 

- 

- 

_ 

(2.2) 

(372) 


8,456 

20.6 

3,451 

1,283 

(9) 

(144) 

1,175 

2.4 

400 

(120) 

.5 

85 

$ 3,633 

60.5 

$ 10,140 
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A summary of financial information for AM Finance follows: At July 31, 1977 the future minimum lease payments for non- 

cancellable leases are summarized as follows: 


_ July 31 

(Dollars in thousands) 1977 1976 


Assets 

Receivables, including amounts due 


beyond one year 

Unearned finance charges 

Allowance for doubtful accounts receivable 

$ 

12,619 

(1.900) 

(191) 

$ 

7,482 

(1,165) 

(81) 

Net investment in lease receivables 


10,528 


6,236 

Other 


1,267 


1,179 



11,795 


7,415 

Liabilities 





Bank loans 

Other 


4,800 

837 


2,200 

799 



5,637 


2,999 

Net assets 

$ 

6,158 

$ 

4,416 

Revenues 

$ 

1,256 

$ 

737 

Net income 

$ 

414 

$ 

211 


At July 31, 1977 minimum lease receivables for each of the 
next five years follows: $5,832,000 in 1978, $3,531,000 in 1979, 
$2,218,000 in 1980, $810,000 in 1981 and $228,000 in 1982. 

AM Finance maintains short-term lines of credit with several 
banks aggregating $8,000,000 which are guaranteed by the 
Company. Compensating balances at July 31,1977 amounted 
to $1,075,000 of which $230,000 was maintained by AM Fi¬ 
nance and the balance by the Company. The outstanding 
borrowings at July 31, 1977 and 1976 had average interest 
rates of 7%% and 7%, respectively. 

Lease Transactions — Note 9 

The Company leases properties, such as sales branch offices, 
distribution centers, data processing equipment and ve¬ 
hicles, under cancellable and noncancellable leases which 
expire at various dates. The terms for most of the leased facili¬ 
ties include renewal provisions for periods ranging from two 
to fifteen years. The Company pays most maintenance, in¬ 
surance and tax expenses relating to the facilities. 

The Company’s property under capital leases consists of 
the following: 


July 31 


(Dollars in thousands) 


1977 


1976 

Land 

$ 

257 

$ 

_ 

Buildings 


12,721 


11,596 

Machinery and equipment 


2,094 


1,280 

Vehicles 


13,491 


13,330 



28,563 


26,206 

Less accumulated amortization 


10,727 


9,953 


$ 

17,836 

$ 

16,253 



Capital 

Operating 

(Dollars in thousands) 

Leases 

Leases 

1978 

$ 5,516 

$ 12,724 

1979 

5,406 

11,757 

1980 

5,142 

9,796 

1981 

4,748 

7,759 

1982 

2,026 

7,028 

1983 and thereafter 

9,784 

23,551 

Total minimum lease payments 

32,622 

$ 72,615 

Executory costs 

(23) 


Amounts representing interest 

(12,988) 


Present value of net 

minimum lease obligations 

$ 19,611 



Minimum future rentals receivable at July 31,1977 under sub¬ 
leases of noncancellable operating leases amounted to 
$7,492,000. 

Rental expense for all operating leases consisted of: 


(Dollars in thousands) 


1977 


1976 

Minimum rentals 

Sublease rental income 

$ 

14,796 

(1,403) 

$ 

14,834 

(615) 


$ 

13,393 

$ 

14,219 


Rental Equipment — Note 10 

The Company classifies short-term rentals to customers as 
operating leases. Such rental equipment and equipment held 
for rental are capitalized at manufactured cost and de¬ 
preciated over five years using the straight-line method. Mini¬ 
mum future rental revenues from noncancellable operating 
leases as of July 31, 1977 are $500,000 in 1978, $371,000 in 
1979, $239,000 in 1980, $127,000 in 1981 and $39,000 in 1982. 


Other Assets — Note 11 
Other assets at July 31 include: 


(Dollars in thousands) 

Lease and installment contracts receivable, 
due after one year, less unearned income 
of $619 in 1977 and $925 in 1976 
Excess of cost over the net assets of busi¬ 
nesses acquired 
Deferred charges 

Future income tax benefits, less deferred 
income taxes of $12,086 


1977 1976 


3,685 

$ 

5,294 

444 


3,118 

4,674 


4,239 

10,149 


6,028 

18,952 

$ 

18,679 


28 


























































Consolidated net sales for 1977 and 1976 include $15,781,000 
and $13,570,000, respectively, relating to long-term non- 
cancellable leases classified as sales. 

The excess of cost over the net assets of businesses acquired 
is amortized over periods of 40 years or less using the 
straight-line method and in 1976 this amounted to $369,000. 
Normal amortization in 1977 amounted to $100,000. In addi¬ 
tion, as a part of the realignment of operations discussed in 
Note 3, provisions were made for the cost of relocation of 
facilities and restructuring of the operations of a division of a 
subsidiary. Such charges included $2,574,000 representing 
the unamortized goodwill balance which had no future value. 


Bank Loans, Current and Long-Term Debt— Note 12 

Bank Loans — The Company maintains lines of credit aggre¬ 
gating $56,693,000 with a number of banks against which 
loans of $23,310,000 were outstanding as of July 31,1977 at 
an average interest rate of 9%%. At July 31, 1976 loans of 
$15,392,000 were outstanding at an average interest rate of 
11%%. The average aggregate borrowing outstanding was 
$20,236,000 in 1977 and $20,690,000 in 1976, with weighted 
average interest rates of approximately 11%% and 10%% in 
1977 and 1976, respectively. The maximum amount of aggre¬ 
gate borrowings at any month-end were $23,310,000 in 1977 
and $25,245,000 in 1976. Compensating balances at July 31, 

1977 amounted to approximately $2,000,000. 

Long-Term Debt — Long-term debt which matures during 

1978 is classified as current debt. Aggregate annual maturi¬ 
ties of total long-term debt are $965,000 (after deducting 
$2,145,000 of 9%% debentures held to meet 1978 sinking fund 
requirements) in 1978, $3,821,000 in 1979, $3,280,000 in 1980, 
$7,368,000 in 1981 and $3,290,000 in 1982. 

The provisions of the 9%% debentures due 1995 require the 
Company to make annual sinking fund payments of $3,000,000 
in cash or debentures through 1994. The 1977 requirement 
was satisfied by the deposit of $3,000,000 of debentures pur¬ 
chased in 1976 at a net gain of $318,000. During 1977, 
$2,145,000 of debentures was purchased, resulting in a minor 
gain, to partially fulfill the 1978 sinking fund requirement. 

Under provisions of the 4%% convertible debentures due 
1988, 187,500 unissued shares of the common stock of the 
Company are reserved for conversion at $80 per share. An¬ 
nual sinking fund payments of $1,500,000 are required in 
1983 through 1987 with the balance payable in 1988. 

Other long-term loans outstanding at July 31, 1977 and 
July 31, 1976 included $4,100,000 and $4,000,000, respec¬ 
tively, borrowed under a five-year Swiss franc loan facility 


(maturing in 1981) of up to 20 million Swiss francs (approxi¬ 
mately $8,000,000). In September 1976 the Company can¬ 
celled the unused portion (10 million Swiss francs) of the 
facility. The weighted average interest rates on other long¬ 
term debt ranged from 9% to 11 % in 1977and8%to9%in 1976. 


Retirement Plans — Note 13 

The Company and its subsidiaries have retirement plans, 
both contributory and noncontributory, covering substanti¬ 
ally all employees. Expenses for retirement plans for the 
years 1977 and 1976 were $13,525,000 and $11,056,000, re¬ 
spectively. Increased costs in 1977 resulted primarily from the 
improvement of plan benefits. 

The actuarially computed value of vested benefits at the most 
recent valuation date exceeded the current market value of 
trust fund assets and balance sheet accruals at July 31,1977 
by approximately, $14,800,000. 


Stock Options and Stock Purchase — Note 14 

Stock Options — Under the 1971 Stock Option Plan approved 
by the shareholders, 200,000 shares of the Company’s com¬ 
mon stock were reserved for issuance to officers and other 
key employees pursuant to the exercise of qualified and 
non-qualified stock options. Options were granted at prices 
equal to the fair market value on the date of the grant. Quali¬ 
fied options are exercisable for not more than five years from 
the date of grant, and no qualified option is exercisable while 
there is outstanding to the same optionee any prior option at 
a higher price. Non-qualified stock options are exercisable for 
not more than ten years from the date of grant without regard 
to other options. Prior to 1973 non-qualified options could be 
granted under the 1971 Plan in conjunction with qualified 
options, each for the same number of shares, in which event 
the number of shares purchasable under the one option re¬ 
duced on a one-for-one basis shares purchasable under the 
other option. Options granted under the 1971 Plan after Janu¬ 
ary 1, 1973 are either qualified or non-qualified, and the pur¬ 
chase of shares under either option has no relation to the 
number of shares purchasable under the other. No options 
could be granted under the 1971 Plan after November 4,1976. 
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Under the 1976 Stock Option Plan approved by the share¬ 
holders, options may be granted for up to 250,000 shares of 
the Company’s common stock to certain key professional 
and management employees. The option price may not be 
less than the reported closing market price of the Company’s 
common stock as of the date the option is granted. Only non¬ 
qualified options, exercisable for not more than ten years 
from the date of grant without regard to other options, can be 
granted under the Company’s 1976 Stock Option Plan. Be¬ 
fore an option may be exercised the optionee must have 
served one year of continuous employment with the Com¬ 
pany. An optionee may be authorized to surrender any then 
exercisable option in return for an amount equal to the dif¬ 
ference between the option price and market value on the day 
the option is surrendered. Payment will be made in common 
stock issued under the 1976 Plan, cash or a combination of 
both. The Company may also authorize the grant of options 
conditioned upon the optionee’s cancellation of outstanding 
but unexercised options. No options may be granted under 
the 1976 Plan after November 21, 1981. The exercise of sur¬ 
render rights should result in a charge to income in the 
amount of any cash paid or the fair market value of any 
shares issued. 

Data relating to both stock option plans is shown below: 



Shares 

Price Range 

1971 Stock Option Plan 



Shares subject to option at July 31, 1976 
Options granted 

Options exercised 

Options expired 

180,313 

18,100 

(6,824) 

(5,638) 

$ 4.44-$39.75 

9.44- 10.13 

4.44- 7.88 
4.44- 39.75 

Shares subject to option at July 31, 1977 

185,951 

$ 4.44-$39.75 

Options exercisable at July 31, 1977 

90,250 

$ 4.44-$39.75 

1976 Stock Option Plan 



Options granted and shares subject to 
option at July 31, 1977 

100,000 

$12.25-$14.13 

Options exercisable at July 31, 1977 

— 

— 

Shares available for future grants 
at July 31, 1977 

150,000 



Stock Purchase — On December 7, 1976 the Company sold 
300,000 shares of its common stock to Mr. Roy L. Ash, Chair¬ 
man of the Board and Chief Executive Officer of the Com¬ 
pany. On that date, 90,000 shares were purchased for 
$810,000 in cash, and the remaining 210,000 shares were 
purchased for $540,000 in cash together with a promissory 
note for $1,350,000 secured by a pledge of the 300,000 shares. 
The note matures in two equal installments on October 31, 
1980 and 1981 and bears 6% interest annually, payable on 
April 30 and October 31 of each year beginning in 1977. The 
Company’s acceptance of Mr. Ash’s promissory note was 
approved by the shareholders. 


Common Stock and Capital in Excess of Par Value — Changes 
in common stock and capital in excess of par value were 
as follows: 


(Dollars in thousands) 

Outstanding 

Shares 

Common 

Stock 

Capital in 
Excess of 
Par Value 

Balance at August 1, 1976 

8,040,776 

$ 20,102 

$ 69,160 

Shares issued under stock 
purchase 

300,000 

750 

2,081 

Interest received on loan 
to officer 


_ 

53 

Shares issued under 1971 
Stock Option Plan 

6,824 

17 

22 

Balance at July 31, 1977 

8,347,600 

$ 20,869 

$ 71,316 


Replacement Cost Information (Unaudited) — Note 15 

In compliance with the regulations of the Securities and 
Exchange Commission (SEC) the Company has estimated 
the replacement costs of inventories and productive capacity 
(plant and equipment), cost of products sold and deprecia¬ 
tion. Generally the replacement cost of inventories, pro¬ 
ductive capacity and the related cost of products sold and 
depreciation expense would be higher than historic costs and 
expenses. The detailed information regarding replacement 
cost will be included in the Company’s annual report to the 
SEC on Form 10-K (a copy of which is available upon request). 
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Quarterly Financial Information (Unaudited) — Note 16 

(Dollars in thousands except per share amounts) 


1977 

Net sales, service billings, and machine rentals 
Gross profit adjusted for accounting changes 
Income (loss) 

Effect of accounting changes: 

Lease transactions 
Vacation pay expenses 
Inventory pricing method 

Income (loss) before cumulative effect 
Cumulative effect on prior years (to July 31,1976) 
of extending accrual for vacation pay expenses 

Net income (loss) 

Per share amounts: 

Income (loss) 

Effects of accounting changes: 

Lease transactions 
Vacation pay expenses 
Inventory pricing method 

Income (loss) before cumulative effect of 
accounting change 

Cumulative effect of accounting change 
Net income (loss) 

1976 

Net sales, service billings, and machine rentals 
Gross profit 

Income as previously reported 

Effect of accounting changeforleasetransactions 

Income before cumulative effect 

Cumulative effect on prioryears (to July31,1975) 
of accounting change for lease transactions 
Net income (loss) 

Per share amounts: 

Income as previously reported 
Effect of accounting change for 
lease transactions 

Income before cumulative effect of 
accounting change 

Cumulative effect of accounting change 
Net income (loss) 


Quarter Ended 


October 31 

January 31 


April 30 

July 31 

$ 135,733 
49,660 
329 

$ 

144,128 

54,245 

(159) 

$ 156,538 
64,072 
2,047 

$ 159,851 
67,542 
(13,947) 


(25) 

(87) 

(459) 

(242) 


24 

(86) 

(487) 

(708) 


85 

(86) 

(552) 

1,494 

14 

(84) 

(5311 

(14,548) 


(5,294) 


— 


— 

— 

$ 

(5,536) 

$ 

£708] 

$ 

1,494 

$ (14,548) 

$ 

.04 

$ 

(02) 

$ 

.25 

$ (1.67) 


(.01) 

(06) 


(.01) 

(06) 


.01 

(01) 

(07) 

(01) 

L06) 


(.03) 

(-66) 


(09) 


.18 

(1.74) 

$ 

(.69) 

$ 

(.09) 

$ 

.18 

$ (1-74) 

$ 

133,828 

53,008 

551 

(7) 

$ 

134,886 

51,467 

1,011 

50 

$ 146,580 
57,764 
2,088 

84 

$ 157,626 
63,160 
2,781 
51 


544 


1,061 


2,172 

2,832 


(969) 


_ 


_ 

_ 

$ 

(425) 

$ 

1,061 

$ 

2,172 

$ 2,832 

$ 

.06 

$ 

.13 

$ 

.26 

$ .35 


— 


— 


.01 

.01 


.06 

(12) 


.13 


.27 

.36 

$ 

(.06) 

$ 

.13 

$ 

.27 

$ .36 





























































Summary of Operations 

Addressograph-Multigraph and Subsidiary Companies 

For the year ended July 31 

(Dollars in thousands except per share amounts) 

1977 


1976 

(Restated) 

1975 

1974 


1973 

Net sales, service billings and 
machine rentals 

$ 596,250 

$ 572,920 

$ 584,246 

$ 540,833 

$ 489,849 

Cost of products and services sold 

360,731 


347,521 

350,554 

328,415 


271,102 

Interest on indebtedness 

9,629 


9,700 

15,387 

14,456 


8,664 

Interest on capital leases 

1,897 


1,623 

~ 

— 


“ 

Unusual expenses and (income) 

23,655 


_ 

_ 

_ 


20,175 

Income (loss) before income taxes, 
extraordinary credit, and effect 
of accounting changes 

(10,371) 


16,749 

12,082 

2,721 


3,829 

Income taxes 

3,633 


10,140 

5,825 

1,937 


2,420 

Income (loss) before extraordinary 
credit and cumulative effect of 
accounting changes 

(14,004) 


6,609 

6,257 

784 


1,409 

Extraordinary credit 

— 


~ 

— 

— 


830 

Cumulative effect of accounting changes 

(5,294) 


(969) 

_ 

_ 


__ 

Net income (loss) — see note a 

$ (19,298) 

$ 

5,640 

$ 6,257 

$ 784 

$ 

2,239 

Income (loss) per share of common stock: 

Before extraordinary credit and cumu¬ 
lative effect of accounting changes 

$ (1.70) 

$ 

.82 

$ .78 

$ .10 

$ 

.18 

Extraordinary credit 

— 


— 

“ 

— 


.10 

Cumulative effect of accounting changes 

(.64) 


M2) 

— 

— 


~ 

Net income (loss) — see note a 

$ (2.34) 

$ 

.70 

$ .78 

$ .10 

$ 

.28 

Cash dividends — see note b 

$ .10 

$ 

__ 

$ " 

$ .45 

$ 

.60 

Average number of shares of common 
stock outstanding — see note c 

8 , 250,543 

8,039,838 

8,038,589 

8,038,589 

8,038,451 


(a) As explained in the Notes to Consolidated Financial Statements, the Company changed its method of accounting for 
lease transactions, vacation pay expenses, and pricing of most domestic inventories. While the cumulative effect of 
the lease accounting change decreased 1976 net income by $969,000 or $.12 per share, its effect on any single year 
was not significant; accordingly, the financial statements for 1976 only have been restated for comparative purposes. 
The effect of the change to the LI FO method of inventory pricing increased the 1977 net loss by $2,029,000 or $.25 per 
share. The change to extend the accrual method of accounting for vacation pay expenses to include all salaried per¬ 
sonnel increased the 1977 net loss by $5,637,000 or $.68 per share. 

(b) In June, 1974 the board of directors voted to suspend payment of the Company’s quarterly dividend. In 1977 the 
Company paid a special year-end 1976 cash dividend of 10 cents per share. 

(c) See Note 1 to the Consolidated Financial Statements for the basis of computation of per share amounts. 
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Directors 


Roy L. Ash 

Chairman of the Board and 
Chief Executive Officer, A-M 

James R. Mellor 

President and Chief Operating Officer, A-M 

Raymond Q. Armington 
Chairman (Retired), The Triax Company 
equipment manufacturer and distributor 

John P. Birkelund 

President, New Court Securities Corporation 
private investment firm 


Corporate Management 

Roy L. Ash 

Chairman and Chief Executive Officer 
James R. Mellor 

President and Chief Operating Officer 

Woodrow S. Anderson 

Vice President, Marketing 

Jack B. Bredt 

Vice President, Employee Relations 

Thomas B. Clark 

Vice President, Secretary and 

Corporate Counsel 

Roger W. Cope 

Vice President, Corporate Planning 
and Development 


Transfer Agents and Registrars 

Citibank 

111 Wall Street 

New York, New York 10015 

Bank of America 

Bank of America Center 

55 Hawthorne Street 

San Francisco, California 94105 

Harris Trust and Savings Bank 
111 West Monroe Street 
Chicago, Illinois 60690 


Charles L. Davis 

President (Retired), A-M 

William R. Driver, Jr. 

Partner, Brown Brothers Harriman & Company 
private bankers 

Frederick R. Eckley, Jr. 

President and Director (Retired) 

The Ohio Bell Telephone Company 

Dr. Paul E. Gray 

Chancellor, Massachusetts Institute 

of Technology 


Alfred T. Craft 

Vice President and General Manager 
Bruning Division 

Alan G. Easton 

Vice President, Communications 

Clarence C. Freeman 

Vice President and Controller 

Sol L. Goldstein 

General Patent Counsel 

Robert R. Hagy 

Vice President and General Manager 
A-M Marketing Division 

Edward E. Hale 

Vice President and General Manager 
VariTyper Division 


Dividend Disbursing and 
Shareholder Record Keeping Agent 

Society National Bank of Cleveland 
127 Public Square 
Cleveland, Ohio 44114 

Principal Trading Market 

The principal markets in which 
Addressograph-Multigraph common stock 
is traded are the New York, Midwest, and 
Pacific Coast stock exchanges. The ticker 
symbol is AIN. 


Hugh Knowlton, Jr. 

Chairman of the Executive Committee 
Schieffelin & Co., importer 

Robert F. Murphy 

Senior Vice President, Operations, A-M 

Paul E. Priest 

Vice Chairman of the Board and 
Chief Financial Officer, A-M 


John R. Lenox 

Vice President, Manufacturing 

C. Victor Meyer 

Vice President, Engineering 

Robert F. Murphy 

Senior Vice President, Operations 

Paul E. Priest 

Vice Chairman of the Board and 
Chief Financial Officer 

Clayton A. Williams 

Vice President and General Manager 

Multigraphics Division 

Bernhard W. Witter 

Vice President and Treasurer 


Trademarks 

Addressograph-Multigraph Corporation 
owns a number of trademarks including 
the following mentioned in this report: 
AMTEXT, Comp/Set, Documentor, 
Medicorder, Multilith, OP, PD, Total 
Copy System. 
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